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CHAPTER I 


Introductory 

li It is a characteristic of the mischiefs that arise from financial 'prodigality 
that they creep onwards with noiseless and steeifhy step ; that they 
commonly remain unseen and unfelt until they have reached a magnitude 
absolutely overwhelming”. 

1. I owe it as duty to my colleagues in the Parliament and to democracy 
at large to explain why and how I signed the Reports of the Economy Com¬ 
mittee and how I have agreed to the very modest proposals of economy made 
therein. While moving the cut motion on economy in the Parliament in 
November 1947, which was the genesis of the appointment of the Central 
Government’s Economy Committee, I concluded as follows : 

“What we want is the real Indian spirit. Are we to follow the colonial 
policy and tradition of the British Government ? I do not want you 
to follow that but I want fee a new approach to things' 7 . 

2. I will examine in the following pages if that new approach is manifest 
in the administration of the Central Government and if the Economy Com¬ 
mittee has recommended a complete set-up of administrative machinery as 
befitting the national economy of Sovereign India.. 


CHAPTER II 
General Survey 

3- In Chapter II of the Final Report, an analysis of the growth of civil 
expenditure has been made since 1938-39. The most arresting fact that 
emerges in an examination of our civil expenditure is that in spite of partition 
of India in August 1947, the civil expenditure outstripped the combined ex¬ 
penditure of 1945-46 in most of the Ministries. Defence expenditure has 
similarly grown without any thought of economy in its growth. It is estima¬ 
ted to be Rs. 157 crores for the year 1949-50, which is almost fifty per cent of 
the total revenues of the Government of India. 

4. In Annexure IV, it will be seen that the Defence expenditure which was 
about Rs. 52 crores in 1938-39 was Rs. 238 crores in 1946-47, and the revised 
estimates for 1948-49 is Rs. 155 crores. The budget estimates for 1949-50 
is Rs. 157 crores. The growth of expenditure of the Government of India is 
closely collected with the Defence expenditure, and although the Economy 
Committee did not wish to lay down a definite minimum target of Defence 
expenditure, I wish to urge that the Defence Sub-Committee of the Cabinet 
must make every effort to limit the Defence expenditure, at least by 1951-52, 
to Rs. 100 crores under normal conditions. 

5. The method of budgeting Defence Expenditure under Defence capital 
heads is no consolation as the expenditure will have to be booked to revenue, 
and it is also well-known that Defence industries never earn on capital invested. 
This is much more evident if we examine the debt position of India since 

1938-1939. 
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6. Debt Position .—In 1938-39, the total interest-bearing obligations were 
Rs. 1,206 Crores and are estimated to be Rs. 2,468 crores in 1949-50. The 
interest-yielding assets were Us. 946 crores in 1938-39 whereas it is to be Rs. 
1,628 crores in 1949-50. Thus the balance of total interest-bearing obligations 
not covered by the above assets was Rs. 229 crores in 1938-39 and is now esti¬ 
mated to be Rs, 815 crores in 1949-50. During the war, expenditure was met 
partly from the loans and that is why the non-productive debt became Rs. 
775 crores in 1947-48, an increase of Rs. 546 crores over the 1938-39 figures. 
It waa estimated to be Rs. 864*29 crores for 1948-49 while the revised estimates 
are now Rs. 788-87 crores, which means that a few more crores were borrowed 
to finance normal expenditure in 1948-49. The 1949-50 on-productive debt 
is estimated to be Rs. 815*^9 crores ( vide page 43 of the Explanatory-Memo¬ 
randum of the Budget of the Central Government—1949-50). This means 
that Rs. 26-0 crores is to be taken as loan and spent to meet normal expendi¬ 
ture of the Government of India in 1949-50. It is for the Cabinet to cry halt 
at the alarming growth of non-productive debt which is nothing more than 
transferring the burden of the present generation to future generations. 
There is something wrong with our budgetary system which provides Rs. 5 
crores for amortisation of this non-productive debt. This practice started 
some 20 years ago , Rs, 5 crores was not a bad little sum to write down a non¬ 
productive debt of Rs. 299 crores. But it is an insignificant sum to write off 
ah ever-growing non-productive debt reaching the staggering figure of Rs. 815 
crores. ( Vide it© ion the demand “Interest on Debt and other obligations 
and reduction and avoidance of Debt” —page 300, Demands for Grants— 
1949-50)* To me, this non-productive debt is the acid test of the financial 
solidarity of a country. Because the annual accretion to it represents the 
true budgetary deficit. No country can afford to borrow money and spend in 
extravagant staff or set-up of its Government. This must be corrected. 
Accordingly, I have made certain recommendations in Chapter III of this 
note which will lead to real economy, and then alone can the Government of 
India live up to the motto of ‘cutting the coat according to the doth’. 

7. Expenditure on Stationary. —Another instance of extravagance in 
expenditure is illustrated by the expenditure on Stationery in the Central 
Government which reached the high water mark in 1948-49, of Rs. 314 lakhs. 
The budget estimate was for Rs. 1S5 lakhs and the revised estimates is Rs. 
314 lakhs. [Demand No. 73 (C)—Stationery Stores—page 215 of Demands for 
Grants —1949-50.] The budget estimates for 1949-50 is Rs. 195 lakhs. The 
additional expenditure of Rs. 129 lakhs in Stationery Stores, most of which was 
spent on paper, was for the Central Government requirements. This indi¬ 
cates that there has been no control or check on expenditure oh stationery 
and paper by the Central Government Departments since August 1947. It 
is but natural if an unusually large number of staff are employed, whether 
usefully or idly, they must consume large store of paper and stationery, leading 
to extravagant expenditure and disproportionate budgeting as happened in 
1948-49. 

8. Naturally, therefore, the Economy Committee in its Final Report have 
stressed so much on proper planning and co-ordination of such planning. 
Some of the Ministries labour under the false notions that ideas are plans and 
schemes are projects, and fret and fume in planning imaginary development 
projects. The technique and pattern in every case is similar. Paper plans 
and paper schemes absorb all the attention of a large number.of officers , and 
instead of contributing to national prosperity they have inflated expenditure 
in the central administration, raising mutual jealousies and leading t-o general 
debacle and low efficiency". If ideas have legs, these Ministries have achieved 
Utopian prosperity. The reason is not far to seek. Wartime employees 
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have settled down as Research Officers, Planners and the schemes are being 
produced with nobody to question such ‘Alnascarisnv. 

In paragraph 13 of the Pinal Report, stress has been laid on the encroach¬ 
ment over "provincial fields by various newly-created Ministries which, to my 
mind, grew to their present disproportionate size without any ratio to actual 
performances by those Ministries 1 re-emphasise the recommendations of 
the Committee that the Ministries of Labour, Education, Health, Agriculture 
and Food should be reduced to reasonable proportions and they should not 
interfere in the provincial field except in giving advice to Provincial and State 
Union Governments. In a subsequent Chapter, I have recommended that the 
Labour Ministry should be combined with the Ministry of Law, and I have also 
recommended the creation of a Ministry of Social Services which shall incorpo¬ 
rate the Ministries of Education, Health, Agriculture and Food. 

9. I briefly record here my reactions to the enormous growth in expen¬ 
diture bordering on extravagance based mostly on concepts of individual 
Ministries which no doubt should be terminated. I take the Ministries of 
Agriculture and Food- first. There was more enthusiasmin the ‘‘Grow More 
Food' 5 campaign than in actual production of Food. Our Minister for Agri¬ 
culture and Food has assured the country that there will be no more purchase 
of food from abroad after March 1951. That envisages the complete liqui¬ 
dation of the Food ]\Iinistry and eventual nholition of all controls by 1951. 
As a first step, the two Ministries should be combmed under one Secretary. 
In fact, 1 have recommended in a subsequent paragraph the combination of 4 
existing Ministries under one Secretary. In spite of the tremendous growth of 
officials and experts in the two Ministries of Agriculture and Food, the former 
Imperial (now Indian) Council of Agricultural Research continues in its rake's 
progress by maintaining a large number of agricultural and other experts at 
New Delhi. The former Department of Education, Health and Eands under 
one Executive Councillor felt at one time that it could not pay adequate atten¬ 
tion to development of agriculture and in 1929, the Imperial Council of Agri¬ 
cultural Research came into being. It holds annual ‘jatras’ of Provincial and 
States Ministers and agricultural officials, and there the matter end Its 
existence did not prevtmt the Agricultural Ministry from appointing its own 
duplicate series of experts. Recruitment of officials has gone on without 
any control or check during the pre-partition years and that tradition conti¬ 
nues after independence. Therefore, drastic amputation should be made 
wherever necessary, and I have recommended such amputation, in a few salient 
cases. Although the I.C.A.R. has been looking after the funds of the various 
Commodity Committees, the same can be looked after much better by a Deputy 
Secretary of the Ministry of Agriculture, and the oermanent Secretary of the 
I.C.A.R. may, in future, be that Deputy Secretary. There should be no paral¬ 
lel organisations any more. The Hon. the Minister for Agriculture contem¬ 
plates immediate introduction in India of the American practice of giving aid 
to every farmer by establishment of an all-India Co-operative Agricultural 
Extension Service which will visit individual farmers, give best practical 
agricultural advice from experience and supply seeds and manure at proper 
seasons. If that would have been done, the Grow More Food campaign would 
not have been such a ghastly failure. 

10. I strongly reiterate our recommendations on the Labour Ministry. 
Extravagance in ideas and thoughts are rampant in that Ministry—ideas all. 
borrowed and foreign — without any relation to the standard of living in India 
nor based on the standard of income of the people. The fanciful ideas of priij^- 
ing more notes at Nasik to finance such ‘dreams’ have a socialistic conception. 
Unless there is Cabinet, control over the activities of the Labour Ministry or 
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other extravagant Ministries such as Health, Education and Agriculture, 
there can be no true economy in expenditure. 

The policy of Government is to be determined by the Cabinet and not by 
any particular Minister or Ministry; it appears that Ministries think they are 
independent and autonomous, and they have the last say in their financial 
requirements. Some of them try even to ridicule the authority and control 
of the Ministry of Finance and the Auditor-General. This aspect of the issue 
I will discuss in a subsequent paragraph. I only hope the Economic Com* 
mittee of the Cabinet will examine in future every project involving new ex* 
penditure and whether the country’s financial position can withstand such 
expenditure. Labour legislations have come out in dozens; whether the Pfo- 
vincial and State Union Governments can stand the expenses as required under 
these Acts was never taken into account. One of the unwanted war babies— 
the Employment Exchanges— has teen bolstered up as most beautiful insti¬ 
tution. I strongly urge on the Government to abolish these Employment Ex¬ 
changes where a Provincial Government cannot afford such luxury, and to 
confine the activities of the Central Government to the Centrally Admin¬ 
istered areas such as Delhi, Ajmer-Merwara, etc. 

11. Education Ministry .—In a subsequent chapter, I have recommended 
that this Ministry should be part of the duties of the Minister for Social Services. 
The Central Government must confine its activities to the supply of funds to 
the Provinces and State Unions over basic education and higher scientific and 
technical education. That highly expanded Ministry will have very little work 
if money meant for scientific education or the University grants are allotted 
through ad hoc committees. Having little work, the Education Ministry and 
the Ministry of Health are planning over making of Delhi as the biggest centre 
of educational institutions, be it an agricultural college, or the Delhi Polytech¬ 
nic or the Drug Institute or even the Women’s Medical College. One does 
not understand why such lavish expenditures are to he made on newly-created 
colleges and institutions ;—such huge expenditure can only be incurred to 
expand its baby University if money is there in abundance, which is not the 
case. Older Universities created great traditions all over India in scientific and 
technical education, before which the activities of the Delhi University appear 
to be Lilliputian. Somehow, the authorities at Delhi appear to be very jealous of 
activities of existing engineering and other technical institutions and also medical 
colleges in the Provinces and State Unions and they want development of new 
institutions at a huge cost at Delhi without any proper encouragement to 
existing provincial institutions. 

12. Technical Education .—The Sarker Committee’s Report of having 
four higher technical institutions, estimated to cost over Rs. 3 croreseach, may 
be desirable, but I would think it is based on too much postwar optimistic 
feeling. One such institution is meant to cater for 3,000 students. Government 
would do well to examine whether better and more realistic results will not be 
produced by giving assistance to existing engineering and technical institutions 
under various Universities. I would prefer the Delhi Polytechnic should con¬ 
fine itself to its old standard of training and the training centres removed far 
away from Delhi. There istheBanaras Hindu University which has got a well- 
equipped engineering and technological institution w 7 hose students occupy the 
best technical position in Government and industrial life. Government should 
have seen that institute developed as one of the Higher Technical Institutions 
as envisaged in the Sarker Committee’s Report than thinking of starting from 
the very beginning be it at Hijli or Bombay. 

The whole outlook on technical or scientific education must change and the 
Cabinet should revise their attitude in the light of limited finances available. 
It is, therefore, much easier to bring existing technical institutions to the 
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Higher standard than to think of starting huge institutions which may not 
fructify in the next five years or so. This aspect of the quest ion can be investi¬ 
gated by a committee of principals and directors of all the technical institutes 
before any financial commitments are made for the new type of institutions. 

14. Finance Ministry .—The Ministry of Finance is responsible for the 
national credit of India. Its manifold efforts secure our national prosperity 
and result in all round economy. The tendency of various Ministries after 
independence has been to resent any financial control from the Ministry of 
Finance. I will go further and strengthen the recommendations we have made 
in the Final Report that every Ministry, be it 19 as it is today or be it 9 or 12, 
as I advocate, should have a Financial Advisor attached to it. Not only 
projects in formative stage should pass through the Financial Adiser’s scrutiny, 
but at subsequent stages also these should have his close scrutiny. The Econo¬ 
mic Committee of the Cabinet must, therefore, pay more attention to stricter 
financial control which may evolve standing instructions and conventions about 
budget estimates and financial principles. A Special Officer, be he the Budget 
Officer himself or a different officer should watch that such standing instruc¬ 
tions and conventions are honoured in prat-tire. 

15. Revenue Division .—1 regret very much that 1 do not see eye to eye 
with the ideas of my colleagues in their recommendation about reducing the 
Revenue Division of the Finance Minister to a subordinate position. Since 
the attainment of independence, ideas have grown- -no doubt fostered by 
the announcement of Shri Shanmukham Ohettv, the former Minister for 
Finance—that the Finance Ministry should have two clear-cut Divisions, (a) 
Revenue (taxation), and (6) Expenditure. YVV have recommended a comprehen¬ 
sive organisation over control of expenditure. But we have treated the Revenue 
(Taxation) Division as that of an attached office. In the Final Report on the 
Finance Ministry—in Annexure T of the Finance Ministry's Report—and 
paragraph 21 of our Report on the Central Board of Revenue, it has been 
suggested that the post of Chairman of the Board should be abolished and the 
two Joint Secretaries—one in charge of Income-tax and one in charge of Customs 
and Central Excise—should have direct approach to the Hon. the Minister 
for Finance. With this I disagree. The legislature had becu thinking about the 
establishment of a Revenue Section which will handle the taxation proposals 
most scientifically. For this purpose, Government hud announced the appoint¬ 
ment of a Committee to examine the per vaplu* income of the people, where¬ 
after they will appoint the Taxation Committee to examine the taxation 
structure in India. Therefore, it is most essential that the revenue side of 
the Finance Ministry should have a Chairman and two other Members so 
that the Chairman co-ordinates the work of the other 2 members and presents 
his considered views over taxation proposals to the Finance Minister from 
time to time. My colleagues in the Committee have ignored this important 
aspect of the duties of the revenue section of the Finance Ministry, while 
on the expenditure side of the Finance Ministry the staff of one Secretary, 
Joint Secretaries, Duputy Secretaries, Under Secretaries and so on and so forth 
have increased from a pre-war number of 8 to the enormous figure of 50 at 
present. It is surprising how the Rs. 325 cron s of revenue collected through 
unscientific methods of taxation as at present should be managed only by two 
members of the Central Board of Revenue. This passes my comprehension. 
I strongly recommend that the Revenue Division (OBR) should have the pre¬ 
sent three members. The Chairman should In* of the rank of an Additional 
Secretary as at present and if I am able to forecast. 1 may say that within a 
couple of years the revenue side will have a larger Secretariat personnel due to 
the promised revision of the taxation structure. In course of time, the Revenue 
Section may be a Ministry by itself as we find in most of the Provinces. 
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16, A3 regards the other aspec t of the work of the Finance Ministry, viz.' 
Internal and External Finance, and Budget Division, I hold the view that 
it Would be adequate if two Joint Secretaries are placed in charge of Internal 
and External Finance including control of banks and the Reserve Bank, 

17. 1 believe ill a strong Finance Ministry with strict financial and 
audit control over expenditure. I expect that the debate that Parliament 
raised over sanctioning Its. 118 ore res of supplementary estimates for 1948-49 
on 31-3-49 will be a thing of the past as has been assured by the Ron. the 
Finance Minister. Therefore, the control of the Auditor-General should ne v er 
be slackened. It is for the Economic Committee of the Cabinet to see tha t 
there is strict and vigilant financial control over expenditure, 

18. Ministry of Works, Mine$ mid Power. —1 wish to conclude this note 
by making a few observations on the performances of the Ministry of Works, 
Mines and Power. A survey of works expenditure in paragraph 3 of our Re¬ 
port on this Ministry will show that whereas we had in 1938 39 one 
Chief Engineer, 4 Circles and 17 Divisions, we have in 1948-49 three Chief 
Engineers, 20 Circles and S3 Divisions. Whereas in 1938-39 Rs. 18*96 lakhs 
were spent on C.P.WJX establishment, in 1948-49 it lias risen to the alarming 
figure of Rs. 151 lakhs. The cost of living index is at present about 3 times 
the figure in 1939, but the staff of the C,P,W,D. has been inflated to 800 per cent. 
We are moving in a vicious circle. We have employed more staff" ; we want 
more quarters for the staff; we have employed many Research authorities in 
various Ministries ; they want construction of new buildings; and more staff 
quarters! State industries need have certain essential expansion, but whether 
in the present financial condition such lavish scale of staff should be maintained 
to build houses and accommodation for officers or staff require careful scrutiny 
by the Cabinet. 

19. One interesting fact is revealed that the Central Government treats 
the P. W.D. of provincial Governments as foreign bodies and do not utilise their 
services in constructing Central Government buildings in the various provinces. 
Even a petty post-office building is maintained in the provinces by the C.P.W.D, 
staff. The expenditure on travelling and supervision must have grown enor¬ 
mously and yet the O.P.W.D. does not want to utilise the services of the sister 
P.W.D. concerns in the Provinces and State Unions. I strongly urge on the 
Economic Committee of the Cabinet to examine this question from the largei. 
interests of the country. The CJP.W.D. has been maintaining its wartime 
growth and bulk ; it must be reduced to reasonable size in the national interest 
and for national economy. 

20, Elsewhere, I have recommended that the Ministries of Works, Mines 
and Power and the Industry and Supply, and Commerce should he reshuffled, 
and there should be a Ministry of Production and Power under a Cabinet 
Minister and the Commerce Ministry should be known as the Ministry of Com¬ 
merce and Supply. All multi-purpose projects and State Industries should be 
under the Ministry of Production end Power. 

21, f.n chapter VI1 of the Rina I Report, the Comm it te had discussed the 
administration of Public Corporations and multi-purpose projects. Corpora¬ 
tions like the Damodar Valley and the Delhi Electric Supply Authority have 
grown or are being developed under Government finances. The tendency of 
the authorities in the past had been not to be amenable to the audit and 
financial control and to develop themselves into independent, autonomous 
bodies, which may appear sound on paper but in practice has not worked in the 
interests of the State or the people. The Damodar Valley Corporation and 
multi-purpose projects such as. the R iraluind project and various other projects 
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that may arise under Central Government control, require careful supervision 
over their development. Mere erection of dams or electric power-houses does 
not envisage the “simultaneous’’ development of such projects. There are 
various stages of development and various stages of rehabilitation and develop¬ 
ment that should be worked out to schedule. It is the function of the Ministry 
of Works, Mines and Power at present or the Ministry of Production and Power 
that I have recommended, to see that the process of development in construc¬ 
tion and rehabilitation, be it on irrigation or industrial development, is simul¬ 
taneous and worked up to the schedule. 

22. In my opinion, the Ministry of Relief and Rehabilitation must be 
wound up at the earliest, ami the Rehabilitation wing should be treated as part 
of the Home Ministry’s work v 4 have cited above a few instances of extravagant 
growth of expenditure to show how expenditure has grown without any relation 
to the capacity of the country to afford that expenditure or without any overall 
control of such expenditure. Suggestions have been placed that the work of 
the Secretariat could be expedited by fewer notings. This question should be 
examined at Cabinet level. I believe the Secretariat Re-organisation Committee 
is trying to evolve some such thing. I suggest that the Finance and Commerce 
Ministries, the two scientifically-organised Ministries, should first adopt the 
simplified process of quicker and expeditions disposal of files. If the experiment 
is successful in these two well-regulated and scientifically established Ministries, 
then it can be adopted in other Ministries. The Government will have to face 
the problem of how to provide the surplus staff; if there is long-term planning, 
any such staff rendered surplus can be absorbed in new development projects,, 
which are bound to grow in the near future. 


CHAPTER HI 
Recommendations 

23. I now give hereunder my recommendations as to how best to improve 
the administration of Government so that economy will result ; 

24. The Government .—The Sovereign Democratic Republican Government 
of India will consist of— 

{a) The President (for a few more months to be known as the Governor- 
’ General) ; and 

(b) the Cabinet of nine Ministers each exercising full cabinet powers and 
rank and assisted by five Ministers of State and eight Deputy 
Ministers, the Prime Minister being the head of the Cabinet. 

The powers, privileges and authority of the President shall be as defined in 
the Constitution Act and as the Parliament from time to time shall determine. 
The first Indian Governor-General lives now in the old Government House and 
follows up the pomp, splendour and certain traditions of the old Imperialistic 
satraps. The first President is expected to evolve India’s new traditions of 
sovereign authority and the dignity of that authority based on Truth and Non¬ 
violence. I have agreed with the recommendations that the prooont expendi¬ 
ture on the maintenance of dignity, pomp and splendour of the Governor- 
General somewhat on a reduced scale may continue till the first President 
evolves the tradition and practice to conform to India’s national ideology. 

25. I have recommended that the Cabinet be reduced from fourteen 
Cabinet Ministers to nine, and I ventuie to hope that the leaders in the Cabinet 
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will appreciate the justice and expediency of my recommendation. Somehow, 
a Minister is expected, according to the present traditions of Secretariat, to 
preside over a Ministry, and a Ministry must have a Secretary as its administra¬ 
tive head. We have thus the curious rapid expansion of Ministries after 
Independence—a bureaucratic growth over the creation of which the permanent 
services equally share the responsibility along with the Cabinet. No wonder 
therefore, that the number of Secretaries which was nine in 1939 became 
nineteen in 1945 and it is about twenty-one now (vide para. 35). It is in that 
light of irresponsible growth of the Ministries that the Cabinet has to review 
the number of Ministries. My definite views on the subject are that there 
should not be more than 12 Ministries in the Government of India, and some of 
the newly-created Ministries, whether war-time or post-war, are to be amal¬ 
gamated. Some of the Ministries may safely be reduced to the status of Heads 
t)f Departments, and the Ministry-section could easily be done away with and 
can be tacked on to an appropriate Ministry. 

26. I give here a statement on the Cabinet Ministers and functions of 
other Ministers as I envisage them to be. The Cabinet may have to be reformed 
as follow :— 


$. No. Minister Portfolio 


Assisted by 


1. The Prime Minister. Head of the Government ; 1 Minister of State; 

International Obligations ; 1 Deputy Minister. 
Cabinet. 

Home Affairs ; States ; 1 Minister of State ; 

Centrally Administered 1 Deputy Minister. 
Areas ; Information and 
Broadcasting ; Relief, 

Famine and Rehabilita¬ 
tion ; P.P.S.C. 


3. Minister of Finance. 

Finances ; 

Expenditure , 

1 

Deputy Minister. 


Revenue 

Finances. 

; External 



4. Minister of Defence 

Defence. 


1 

Deputy Minister. 

o. Minister of Commerce 

Commerce 

; Internal and 

1 

Deputy Minister. 

and Supply. 

External 

; Purchase of 


Stores ; Shipping Trade 
Commissions. 





(i. Minister of Production State Industries; Multi- 1 Minister of State, 
and Power. purpose Projects ; Mines ; 

C.P.W.D. 

7. Minister of Law and Law ; Administration of 1 Deputy Minister.. 

Labour. Justice ; Labour Pro¬ 

blems ; Industrial Dis¬ 
putes. 

8. Minister of Transport Railways ; Roads ; Post 1 Minister of State; 

and Communications. and Telegraphs ; Navi- 1 Deputy Minister. 

gation and Shipping ; Civil 
Aviation. 

9. Minister of Social Education ; Health ; Agri- 1 Minister of State ; 

Services. culture ; Food. 1 Deputy Minister. 


w\ The Deputy Prime 
Minister. 
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27. The President and the Cabinet shall maintain public justice and 
integrity in administration by the maintenance of the following three instru¬ 
ments of State ; 

(а) The Supreme Court ; 

(б) The Federal Service Commission ; and 

(c) The Auditor-General, 

28. I have recommended retrenchment and re-organisation at the 
Cabinet level, and unless there is economy and efficiency in the administra¬ 
tive set-up of the Government of India at the top it will be futile to ex¬ 
pect economy in the Ministries or in the attached offices. To me the bitter 
taste is left in the mouth that the Central Administration (Ministries, etc.) 
which cost Rs. 187 lakhs in 1938-39 is to cost Rs. 778 lakhs in 1949-50. In 
my judgment, the Cabinet must circumscribe its activities under financial 
limitations and then alone economy will result. 

29. In a previous paragraph I have referred to the high figure of non¬ 
productive debt amounting to Rs. 815 crores. I have ati along held that the 
interest-bearing assets of the Government need revaluation as the alien Gov¬ 
ernment in the past had its own method of valuation, particularly the polioy 
of free gift of land to the Railways. Political and historical considerations 
required that the land belonging to the people of India was given away to the 
Railway Companies under foreign company management almost as gifts. 
Apart from the appreciation of the value of land, it will do well to appoint 
a high-power Committee to reassess all assets of State Industries. It will 
be found that our interest-yielding assets are much higher than Rs. 1528 
crores. I have ventured to put forward this suggestion, not so much to write 
off the non-productive debts, but to appraise the assets of all State indus¬ 
tries which will also, in my view, raise our national credit to a considerable 
degree. 

30. I further recommend that all attached offices and heads of Depart¬ 
ments should be shifted to suitable places far away from Delhi. Delhi is 
getting over-crowded and over-congested. Delhi has become the most costly 
place to live in India today. Bureaucracy has a way to roll together like 
ant-balls near the seat of Government so that pickings can be had by a favourite 
few. I have elsewhere ventured to put forward the suggestion that the De¬ 
fence Expenditure should be brought down to the limit of Rs. 100 crores 
per annum. I very much deprecate the tendency of the ever-growing offi¬ 
cial headquarters of the three Arms of Defence at Delhi. The Minister of 
Defence must have heads of these three Arms near at hand for ready con¬ 
sultation. The Naval Headquarters need not be situated at Delhi, and 
steps should be taken to remove it near Vizagapatam or some other port. 
The vandalism and disfigurement of Delhi during the war by hutments all 
over must not be allowed to perpetuate. These temporary hutments built 
for war emergency—the life of these hutments has expired long ago—house 
now Generals and high officials, civil and military. There need be scientific 
planning of location of offices—be it defence or civil. The Ministry of Works, 
Mines and Power has set the right example in shifting the C.W.I.N.C., the 
C.E.C., and the Government of India Press to Nasik. One is pained to 
observe that the response from other Ministries is not manifest. THE heads 
of the Post and Telegraphs department can be transferred to a suitable town 
in the Central or the United Provinces. Scientific Research need not h&fcerj 
round hutments in Delhi. Science and Research need not be corrupted by 
being too near to Government, and science need not play the tune of courtiers 
and politicians. Elsewhere I have criticised the dream of certain Ministries 
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to locate their pet projects at Delhi. All these should be abandoned. Apart 
from stopping congestion at New Delhi or to a lesser extent that of Bombay 
and Calcutta—which officials prefer for larger zonal allowances 
and better social amenities, it is the duty of the Government to see that State 
money is economically spent and brings better return to the tax-payers all 
over the country. The foreigners concentrated in certain zones for security 
and social amenities of life. The Economic Committee of the Cabinet would 
do well to examine further all the implications of transfer of offices to other 
centres, the effect of such locations on the well-being and social uplift of the 
people all over the countryside and may take early steps over their imple¬ 
mentation. Some of the arrangements at present of locating Government 
offices are rather funny. The Auditor-General of India should beat the 
headquarters of Government and not at Simla. The Superintendent of 
Insurance can have his office in a town in Central India instead of at Simla. 

31. Decontrol .—I hold the view that controls should not have been re¬ 
introduced. It has benefited the capitalists and black-marketeers and not 
the consumer. The manufacturers took advantage of the price control dur¬ 
ing the period of decontrol and subsequently on various occasions to raise, 
the basic prices. The consequence has been that quantities of textiles allot¬ 
ted to various provinces have not been taken up by these Provinces. The 
high prices which the manufacturers manoeuvre to add to the basic prices 
have placed such commodities beyond the reach of the ordinary consumer. 
Government has to fall back on dubious means and allow clearance of tex» 
tiles to private traders. The result has been that today non-controlled 
cloth is cheaper in Calcutta and Annitsar markets than controlled 
cloth. If control is abolished, not only will there be a drop in price level 
but much saving will bo effected in the reduction of the huge control staff, 
be this under the Ministry of Industry and Supply, or Ministry of Agricul¬ 
ture or Food. It is high time that wc allow trade and commerce to reach 
the consumer by normal channels. If Government are planning develop¬ 
ment in various Ministries, the surplus vstaff that would be released from con¬ 
trol can safely be absorbed in those development projects. It is for the 
Cabinet to plan the re-eni ploy men t of the displaced control staff and restore 
price level of commodities through normal trade channels and not by methods 
of control. I recommend that all controls should be abolished l>v October 
1949. 

32. The reduction of price level is very important from the point of view 
of dearness allowance that is given to the staff of the Central Government. 
At present there is no uniformity in the pay scales of the Central Government 
and the Provincial Governments. The curious phenomenon one observes 
in villages is that a village postman gets a much higher salary than the village, 
schoolmaster who is responsible for the education of the future citizens of India. 
There is always a one-way traffic to Delhi by the I. C. S. officers from the*, 
provinces and they are always reluctant to go back to their provinces. It 
is a matter lor regret that some of the I. C. S. Officers recruited by the former 
British Raj claim special privileges. None of the senior I. C. S. have so far 
written to the Home Ministry that they accept the new maximum pay re* 
commended by the Pay Commission Report. If accrued interests are to 
be conceded to the old I. C. S. recruits, then it should be remembered that 
there were only nine Secretaries who were entitled to Rs. 4,000 per month. 
Why that number has exceeded today and Secretaries and Additional 
Secretaries aro drawing Rs. 3,500 and Rs. 4,000, it is for the Home Ministry 
to investigate and put a limit to the number of people that may claim higher 
salary than Rs. 3,000 as recommended by the Pay Commission Report. The 
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Home Ministry has yet to circularise and ascertain the views if these Indian 
civilians will accept the recommendations of the Pay Commission’s Report, 
and the maximum salary of an officer should be Rs. 3,000 per month unless 
otherwise provided in the Constitution Act. I am agreeable to concede the 
* pound of flesh ’ in respect of these officers but there is something as pat¬ 
riotism and nationalism which requires certain response from the Services. 

I have touched on a very delicate point but I had hoped that the Services 
would respond and co-operate with the people and not to have class barriers 
in the country. 

While I accept allowances to be granted to offices situated in costly zones 
such as Calcutta, Bombay and Delhi, for the sake of economy, if offices 
are decentralised and transferred to cheaper zones, not only will the congestion 
in the capital be reduced but consequent economies will result. 

33. Another point I wish to emphasise is tlie reduction to reasonable 
size in each Ministry of the Statistical organisation. Some of them have 
been wartime growths, and whatever useful work they may be designed 
to perform, they will have to be reduced in personnel to keep it within the 
limited resources of the country. The Economic Committee of the Cabinet 
should examine how far the statistics and economic sections of the Commerce 
Ministry, Finance Ministry, and other Ministries overlap each other’s func¬ 
tions and whether their activities cannot be brought down to reasonable 
proportions. What was surprising is that the Statistical and Economic 
Section attached to the Commerce Ministry used to satisfy the whole of the 
Government of India’s requirements. Recently, an Economic Adviser has been 
appointed to the Cabinet. What will be his duties and whether that 
appointment will lead to further expansion of the Economic and Statistical 
personnel, is worth examining. That appointment will be justified if work 
is properly divided between the economic and statistical organisations of 
various Ministries and no duplication of work results. This aspect of the 
problem, as has been indicated in paragraphs 52 to 54 of the Final Report, 
imposes a heavy burden on the Economic Committee of the Cabinet. 

34. Another dead-weight to our national economy is the freezing of the 
sterling balances and the high-handedness of the United Kingdom in not 
releasing sterling or dollar according to India’s requirements. National 
development has been stifled by this high-handedness of U. K. and as the 
Hon’ble the Finance Minister will be shortly proceeding to U. K. to discuss 
the position of sterling balances, I wish to emphasise that this halter round 
India’s neck forcibly imposed by Britain must be ended. The control of 
India’s expenditure programme in foreign countries should not be allowed 
to be dictated by U. K. any longer. That domination must end if indepen¬ 
dence is to be a reality. It is for the Economic Committee of the Cabinet to 
gauge the financial handicaps forcibly imposed on India by U. K. and the extent 
to which India’s national credit suffers. 

35. I have already made some observations on the reduction of personnel 
and size of the C.P.W.D. to a reasonable proportion according to the spending 
capacity of the Government. The inflation in staff and establishment is 
there. It is for the Economic Committee of the Cabinet to examine how that 
can be reduced. I have also commented on the control of Corporations and 
multi-purpose projects. I wish to quote a sentence from the concluding 
remarks of the Savage Committee Report on the Review^ of the Hirakund Dam 
Project—June 1948, presided over by Mr. J. L. Savage, the w^ell-known 
American Consulting Engineer on the multi-purpose projects in India. 

“It is, therefore, necessary to start work on various branches which 
would go to make up a complete show simultaneously : or, with 
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such time difference that the completion of such works would 
synchronise with each other and thus protect the investment from 
lying idle because of non-completion of any of the links invoked. 
This also goes a long way in winning the goodwill of the public 
by satisfying their psychological reaction”. 

It is for the Economic Committee of the Cabinet to review the progress 
of the various Corporations and multi-purpose projects periodically and to 
satisfy themselves that the development is progressive and simultaneous. 

36. Grants to Provinces .—Another field of ^^^^^lies in scientific 
evolution of grants and subsidies to Provinces and centrally administered 
areas. Roughly Rs. 40 crores or so are annually given to Provinces and States 
subsidies and grants (vide para 9 of the General Report). There should be a 
scientific basis of such subsidies. A glance over para. 9 will indicate the very 
unscientific method of such aids. Unfortunately such aids are not shown 
under one demand. Demand No. 80 on Grants-in-Aid of Provincial Govern¬ 
ments is only for Rs. 2 *95 crores whereas the Centre gives away Rs. 40 crores 
or more to assist the Provinces or the States. I would urge the inclusion of 
all subsidies and aids to Provinces and States to be indicated in future under 
one demand. 

The method of meeting deficit of Chief Commissioners’ Provinces (An- 
nexure IX para. 78) has no scientific basis. The fancies of administrators of 
these centrally administered areas are met through Home Ministry. One is 
surprised to find how the per capita basis of aid from Central Government 
has gone up since the Otto Niemeyer’s award. Why should certain zones have 
abnormal expenditure by drawing on the purse of the Central Government 
requires very careful examination. There should be no favouritism to Delhi 
because it happens to locate the Federal Capital. It will be very much better 
if the Federal city of New Delhi does not burden itself with the administration 
of surrounding villages and the old town of Delhi. A scientific examination of 
basis of such subsidies and grants requires immediate attention of the Cabi¬ 
net and, if pursued, will result in large economy. 

37. I have put forward these suggestions in the belief that economy will 
result in the expenditure of the Government of India if only the Cabinet at the 
top will be alert and will exercise strict economy in the administrative ex¬ 
penditure of the Government. Pre-occupied as our Government has been, 
it has had little time to stop the tendency of growth of expenditure. 
Unloss drastic methods are adopted by the Economic Committee of the 
Cabinet, the financial prodigality of the independent Government of India will 
be so absolutely overwhelming that it would lead to chaos and collapse. Our 
Sovereign Democratic Republican Government can only fulfil the national 
objective if it can reduce such prodigal expenditure and apply all resources 
available to render JUSTICE, social, economic and political, to every citizen 
of India so that real national prosperity will emerge. To that end the 
administrative machinery must be tuned. 

38. I have set down these reactions of mine about the proper set-up of 
the Sovereign Democratic Republican Government of India whereby national 
prosperity w ill result, and I can well say that I have done my duty “with 
malice towards none, with charity towards all, with firmness in the right 
as God gave me to see the right”. 

B. DAS, 

Member f Economy Committee . 

New Delhi, 

16th May , 1949 . 
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